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Io INTRODUCTION

This matter comes before the Public Service Commission of South Carolina (the

"Commission") by way of the Application of Chem-Nuclear Systems, LLC, a subsidiary

of Duratek, Inc. ("Chem-Nuclear" or the "Company"), dated September 28, 2011 (the

"Original Application''). By its Original Application, Chem-Nuclear sought an

adjustment in the levels of certain allowable costs for Fiscal Year 2010-2011, which the

Commission had previously identified, and for the identification of allowable costs for

Fiscal Year 2011-2012, all of which are associated with the operation of the Company's

regional low-level radioactive waste disposal facility located in the vicinity of Barnwell,

South Carolina (the "Barnwell Facility"). The Application was submitted pursuant to the

pertinent provisions of the Atlantic Interstate Low-level Radioactive Waste Compact

Implementation Act (the "Act"), which is codified as S.C. Code Ann. §§ 48-46-10, et.

seo. (Rev. 2008 & Supp. 201t). On March 8, 2012, the Company filed and served an

Amended Application which proposed certain revisions in the information contained in
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theOriginalApplicationto reflecttheCompany'sreconciliationof certainissueswith the

Officeof RegulatoryStaff ("ORS").

TheAct establisheda comprehensiveeconomicregulatoryprogramandgoverns

the relationshipbetweenthe Stateof SouthCarolinaand operatorsof facilities for the

disposalof low-level radioactivewaste. Amongotherthings,theAct providesfor South

Carolina's membership in the Atlantic Interstate Low-Level Radioactive Waste

ManagementCompactCommission(the "Compact Commission")and authorizesthe

mannerin which SouthCarolinaparticipatesin theCompactCommissionwith theother

two memberstates,Connecticutand New Jersey. S.C. CodeAnn. § 48-46-20(Rev.

2008).

TheAct fixed a scheduleof annuallydecliningmaximumvolumesof low-level

radioactivewastethat a disposalfacility in SouthCarolinamay acceptfrom generators

within andwithout the CompactCommission'smemberstates.S.C.CodeAnn. § 48-46-

40(A)(6)(a) (Rev.2008). Startingon July 1, 2008,theBarnwell Facility was limited to

acceptingwaste exclusively from generatorsin South Carolina, New Jerseyand

Connecticut,the three Compact Commission states.

In addition, the Act empowered the South Carolina Budget and Control Board

(the "Budget and Control Board") to fix the rates that an operator of a disposal facility in

South Carolina may charge generators for disposal of their low-level radioactive waste.

The Act fixed fees for various purposes and provided for the disposition of revenues

produced by the operation of disposal facilities subject to the Act. The Barnwell Facility

is the only disposal facility for low-level radioactive waste in South Carolina.
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Under the Act, the Commissionhasthe responsibilityto identify the "allowable

costs" of a disposalfacility operator. S.C.CodeAnn. § 48-46-40(B)(1)(Rev. 2008).

"Allowable costs" are"coststo a disposalsite operatorof operatinga regionaldisposal

facility," andthey"are limited to costsdeterminedby standardaccountingpracticesand

regulatoryfindings to beassociatedwith facility operations." S.C.CodeAnn. § 48-46-

30(1)(Rev.2008). TheAct providesthat "allowablecosts"expresslyincludethecostsof

certain specifically identified activities necessaryin the operation of a low-level

radioactivewastefacility. S.C.CodeAnn. § 48-46-40(B)(3)(a)tba'ough(n) (Rev.2008).

Section48-46-40(3)alsoprovidesthat "allowablecosts"include"anyothercostsdirectly

associatedwith disposaloperationsdeterminedby [the Commission]to be allowable."

TheAct excludesfrom identificationas"allowable costs"the costsof certainexpressly

listedactivitiesand"any othercostsdeterminedby [theCommission]to beunallowable."

S.C.CodeAnn. §48-46-40(B)(3)(Rev.2008).

The Act entitlesa disposalfacility operatorto recoveran operatingmargin of

twenty-ninepercent(29%). This operatingmargin is authorizedfor thetotal amountof

all identified "allowable costs," excluding allowable costs for taxes, licensing, and

permitting feeswhich the operatoris requiredto remit to governmentalentities. S.C.

CodeAnn. §48-46-40(B)(5)(Rev.2008).

The level of "allowable costs" and the statutoryoperatingmargin affect the

amountof annualrevenuethat a disposalfacility operatorremits to the Stateof South

Carolina. At theendof thefiscal year,theoperatorpaystheSouthCarolinaDepartment

of Revenueanamountequalto thetotal revenuethattheoperatorhadreceivedfor waste
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disposalselwicesduring the fiscal year, reducedby the operator's identified "allowable

costs," and reduced further by the twenty-nine (29%) statutory operating margin on the

"allowable costs" under the Act, and reduced further by payments that the operator made

during the fiscal year for reimbursement of certain administrative costs which the Budget

and Control Board, the Commission, the State Treasurer, and the Compact Commission

have incun'ed for the conduct of those agencies' functions in administering the Act. S.C.

Code Ann. § 48-46-60(B) and (C) (Rev. 2008).

The Act provides that the operator of a low-level radioactive waste disposal site

may apply to the Commission for adjustments in the levels of "allowable costs" which

the Commission had identified for the previous fiscal year and for identification of costs

which the Commission had not previously identified as "allowable costs." S.C. Code

Ann. § 48-46-40(B)(4) (Rev. 2008). Upon disposition of the issues in an application, the

Act requires the Commission to authorize the site operator to adjust its "allowable costs"

for the current fiscal year to compensate the site operator for revenues "lost" during the

previous fiscal year (that is, the difference between the level of "allowable costs"

previously identified and the level of "allowable costs" identified upon approval of the

application). Id.

Chem-Nuclear filed its Original and Amended Applications in this proceeding

seeking to adjust the level of certain "allowable costs" which the Commission identified

in Order No. 2011-388 and the amount of such costs that the Company actually

experienced in the Fiscal Year 2010-2011. The Original and Amended Applications also

sought identification of the Company's "allowable costs" for Fiscal Year 2011-2012.

Chem-Nuclear's Amended Application did not seek any adjustment or additional
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compensationfor the Companyfor "allowablecosts" incurredin FiscalYear2010-2011

asthe actualcostsspecifiedin theAmendedApplicationwerelessthanthoseidentified

andapprovedin OrderNo. 2011-388.AmendedApplicationfor FiscalYear2011-2012,

¶¶ 11-14andExhibit A to theAmendedApplication.

Uponreceiptof the Company'sOriginal Application, theCommission'sClerk's

Office directedChem-Nuclearto publish a Notice of Filing, advisingthe public of the

submissionof the Original Application and of the mannerin which interestedpersons

might intervene or otherwise participate in this woceeding. Chem-Nuclear filed

affidavits of publication which demonstrated its compliance with the instructions of the

Clerk's Office.

The Act specifies certain agencies to be parties of record in proceedings for

identification of"allowable costs" before the Commission. Those parties are: the Budget

and Control Board, the Executive Director of the ORS and the Attorney General for the

State of South Carolina. S.C. Code Ann. § 48-46-40(B)(9) (Rev. 2008). In addition, the

Compact Commission and the South Carolina Department of Health and Environmental

Control ("DHEC" have the discretion under the Act to participate as parties. Id.

Pursuant to the provisions of S.C. Code Ann. § 58-4-10(B) (Rev. 2008), ORS represents

"the public interest" in proceedings in this Docket.

On April 19, 2012, the Commission held an evidentiary hearing with respect to

the issues in the Company's Amended Application. The Honorable John E. "Butch"

Howard, Chairman, presided. Josh Minges, Esquire, served as Advisor to the

Commission. Appearances were as follows: J. David Black, Esquire, represented Chem-

Nuclear; Jeffi'ey M. Nelson, Esquire, represented ORS. South Carolina Electric & Gas
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Company("SCE&G") was representedby K. ChadBurgess,Esquire,and BonnieD.

Shealy,Esquire,appearedon behalf of the CompactCommission.ProgressEnergy

Carolinas,Inc. ("Progress")and Duke Energy Carolinas,LLC ("Duke"), which had

intervenedandjoined in the settlementof the issuesin this case,did not appearat the

hearing.TheBudgetandControlBoard,DHEC,andthe Attorney General did not appear

or participate in the hearing.

Chem-Nuclear, SCE&G, Progress, Duke, the Compact Commission and ORS

entered into a Settlement Agreement, dated April 12, 2012, by which they resolved

various issues raised in the Original Application and during the audit which ORS

conducted. The Settlement Agreement was filed with the Commission on April 12, 2012,

and was entered in the record of this proceeding as Hearing Exhibit No. 1. The

Settlement Agreement includes an Attachment A which consists of the "Examination

Report for Docket No. 2000-366-A" (including Exhibits A and AA thereto) prepared by

ORS and dated March 22, 2012.

At the hearing, Chem-Nuclear presented the testimony of one witness, James D.

Harris, who presented his testimony and answered questions fi'om the Commission

regarding the future operation of the Barnwell facility, safety, and security issues at the

facility. In response to questions from Commissioner Mitchell, Chem-Nuclear also

called Mr. Michael Benjamin to the stand to answer questions related to the closing of

five monitoring wells at the Barnwell facility during the past year and certain irregular

costs associated with the closing of those wells. The record of this proceeding consists

of the pleadings, the Commission's notices, the transcript of oral testimony, and one (1)
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hearingexhibit.

II. DISCUSSION OF ISSUES

All of the issues relating to the identification of "allowable costs" for Fiscal Year

2010-2011 and for Fiscal Year 2011-2012 were resolved among the parties or were not

contested in the evidence or positions of the pro'ties. Consequently, the Commission will

discuss the issues in general to reflect our reliance upon the evidentiary record for the

findings and conclusions in this order.

A. "Allowable Costs" for Fiscal Year 2010-2011

In accordance with the provisions of the "Collaborative Review of Chem-

Nuclear's Operations and Efficiency Plan" ("OEP"), approved in Order No. 2004-349 for

use in these "allowable cost" proceedings, Chem-Nuclear's Original Application and

Amended Application specified fixed, variable and in'egular cost categories. See

Amended Exhibit A to Chem-Nuclear's Amended Application and Hearing Exhibit No. 1

(ORS Examination Report, Exhibit A). As recognized in Order No. 2004-349, the OEP

was valid for use as a "baseline for establishing a method for identifying 'allowable

costs.'" Order No. 2004-349, p. 17.

1. Fixed Costs for Fiscal Year 2010-2011

Chem-Nuclear separated its fixed costs for Fiscal Year 2010-2011 into several

general categories: labor and fringe costs, nonqabor costs, corporate allocation of general

and administrative expense, equipment leases and support, depreciation, and insurance, as

well as those fixed costs for which the statutory operating margin was not applicable.

The Company's operating expense for that period resulted in total fixed costs of
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$2,744,815,which Chem-Nuclearactually incurred. AmendedApplication, ¶11 and

AmendedExhibit A, p. 1. Sincethe total fixed costsincurred for 2010-2011were

$13,033 less than the level of fixed costs anticipatedin Order No. 2011-388,the

Companyrequestedno adjustmentto the identifiedallowablefixed costsfor FiscalYear

2010-2011. ORS ExaminationReport, Exhibit A; AmendedApplication Amended

Exhibit A, p. 1. Therecordsupportsthe identificationof $2,744,815asfixed "allowable

costs"for FiscalYear2010-2011.

2. VariableMaterialCostsfor Vaultsfor FiscalYear2010-2011

Theactualcostsfor vaults arepredicatedon a numberof factors,including the

sizeandshapeof wastepackagesandthenumberandsizeof vaultsrequiredfor disposal.

For Fiscal Year 2010-2011, Chem-Nuclear'sactual costs for disposal vaults were

$420,584.HearingExhibitNo. 1,AttachmentA, ExhibitA. This amountis $26,451less

thanthe $447,035variablecostcalculatedusingtheratesestablishedin OrderNo. 2011-

388. The evidence suppol"tstreatment of the $420,584 of these actual costs as

"allowable."

3. Variable LaborCostsandNon-LaborCostsfor FiscalYear2010-

2011

OrderNo. 2011-388determinedvarious categoriesof ratesapplicableto the

following: purchase,inspectionandplacementof disposalvaults,handlingof thevarious

classesof wasteshipments,slit trench offload operations,customerassistance,and

schedulingof waste shipmentsand maintenanceof disposal records. Amended

Application,AmendedExhibit A, p. 2. The Companyincurredactualvariablelaborand

non-laborcostsof$113,034in FiscalYear2010-2011,whichtheCompanyhasrequested
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to be includedin this categoryof costsfor FiscalYear2010-20tl. Id. This amountis

$49,507less than the amount that had beenanticipatedbasedon ratesprovided in

CommissionOrder2011-388. The Companythereforerequestsno adjustmentin this

categoryof costs.The recordsupportsta'eatmentof actualvariablelabor andnon-labor

costsof $113,034as"allowable."

4. IrregularCostsfor FiscalYear2010-2011

Irregularcostsincludecostsfor projectsthat arenom'ecurringannuallyor varying

costsfor projectswhich continuefor morethana year.This categoryincludes,but is not

limited to, costsassociatedwith trenchdesign,site engineering,site assessmentand

licenserenewal,andappealcosts.See,HearingExhibit No. 1,AttachmentA, Exhibit A,

pg. 2 of 2. The record containsdescriptionsof eachproject and the actualcoststhat

Chem-Nuclearincun'edfor themin FiscalYear2010-2011. Id.; AmendedApplication,

AmendedExhibit B. The evidencehereestablishesthat Chem-Nuclearincurredactual

in'egularcostsfor FiscalYear20t0-2011of $158,502.AmendedApplication,Amended

Exhibit A andHearingExhibit No. 1,Exhibit A to AttachmentA. Therecordsupports

treatmentof $158,502of actualin'egularcostsfor fiscalyear2010-2011as"allowable."

B. Proposed "Allowable Costs" for Fiscal Year 2011-2012

Chem-Nuclear's Amended Application and the evidence in the record presented

"allowable costs" to be identified for Fiscal Year 2011-2012, separated into the ttu'ee (3)

cost categories that were described in the Collaborative Review of the OEP and adopted

in Order No. 2004-349.

1. Allowable Fixed Costs for Fiscal Year 2011-2012
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Chem-Nuclearproposedfixed costsof $2,754,248to be identified as"allowable

costs"for FiscalYear2011-2012.That amountwasbasedon actualfixedcostsincrusted

in FiscalYear2010-201i, with appropriateadjustmentsfor inflation asthe Commission

haspreviouslyapproved,or wasbasedon actualfixed costsincmTedduring themonths

of July 2011tba'oughDecember2011. Thetotal fixed costsfor FiscalYear2011-2012

include$71,726,to which the statutoryoperatingmargin is not applicable. Amended

Application,AmendedExhibit C andHearingExhibit No. 1,AttachmentA, Exhibit AA.

2. Allowable IrregularCostsfor FiscalYear2011-2012

Chem-Nuclear'sAmendedApplication includes generalcategoriesof projects

with estimatedtotal costsof $187,654,which it categorizedasin'egularcostsfor Fiscal

Year2011-2012.Thesein'egularcosts,identifiedin AmendedExhibit C totheAmended

Application, arebasedon costsincurredin the first half of FiscalYear2011-2012and

activitiesanticipatedfor thesecondhalf of theFiscalYear.

3. VariableMaterialCost(Vaults)Ratesfor FiscalYear2011-2012

For FiscalYem'2011-2012,Chem-Nuclearproposedvariablematerialcostrates

for eachcategoryof wastereceivedbasedupontherateswhichwehadapprovedin Order

No. 201t-388 for FiscalYear2010-2011asadjustedfor anominal inflation rateof two

percent(2%).

4. VariableLaborandNon-LaborRatesfor FiscalYear2011-2012

For FiscalYear2011-2012,Chem-Nuclearproposedratesfor variablelaborand

non-laborcosts. AmendedApplication,AmendedExhibit C. Thoseratespertainedto

five (5) categories:vault purchaseand inspection(pervault); ABC wastedisposal(per
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shipment); Slit Trench Waste Operations(per offioad); customer assistance(per

shipment);and maintenanceof trench records (per container). The rates for vault

purchaseandinspection,ABC wastedisposal,customerassistance,andmaintenanceof

recordswerebasedontherateswhichwe approvedin OrderNo. 2011-388,adjustedfor a

nominal inflation rate of threepercent(3%). Id. The rate pe_tainingto slit trench

operationsis basedonactualcostsduringthefirst half of FiscalYear2011-2012.

III. FINDINGS AND CONCLUSIONS

1. The Public Service Commission of South Carolina is authorized and

directed by S.C. Code Ann. §§ 48-46-40(B), et _. (Rev. 2008 & Supp. 2011) to identify

allowable costs for Chem-Nuclear's operation of a regional tow-level radioactive waste

disposal facility in South Carolina. The facility is located in Barnwell, South Carolina.

2. Chem-Nuclear has operated the disposal site continuously since 1971

without intenuptions. Undisputed amounts in Chem-Nuclear's accounts that will herein

be identified and approved by this Commission as "allowable costs" for Fiscal Year

2010-2011 are included in Appendix A, which is attached to this Order.

3. Further, we approve and identify as "allowable costs" for Fiscal Year

2011-2012 the individual figures and the sum of $2,941,902 in fixed and irregular costs,

as reflected in Appendix B, which is attached to this Order.

4. We further approve the variable cost rates for Fiscal Year 2011-2012, as

those costs and rates are depicted in Appendix B, which is attached to this Order. The

actual expense in the variable cost category will be dependent on the actual volumes and

classes of waste received. The rates in Appendix B are appropriately documented and
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supportedby evidencein therecordof thisproceeding.

5. Chem-Nuclearshall continueto submitmonthlyreportsof variablecost

datato theCommissionasrequiredby CommissionOrderNo. 2001-499.

6. Last,at therequestof theparties,our Clerk's Office is directedto opena

new docket for next year's Application, and for eachsubsequentannual Application,

insteadof continuingto usethepresentdocket.

7. This Ordershall remainin full forceandeffectuntil further Orderof the

Commission.

BY ORDEROFTHE COMMISSION:

ATTEST:

JohffE.Howard,Chairman

David A. Wright,Vice Chair_lan

(SEAL)
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Chem-Nuclear Systems, LLC
Allowable Costs

Fiscal Year Ending June 30, 2011

Description

Fixed Costs

Fixed Labor, Fringe and Non-Labor Costs
Depreciation
Insurance
Equipment and Leases and Support
Corporate G&A
Legal Support*

Total Fixed Costs

Variable Costs

Vault Costs
Variable Labor and Fringe**

Total Variable Costs

Irregular Costs

Total Irregular Costs

Total Allowable Costs

Allowable Cost

$1,492,087
$51,111

$418,688
$177,167
$490,805
$114,957

$2,744,815

$420,584
$113,034

$533,618

$158,502

$3,436,935

* Not subject to statutory operating margin.

**Categories of costs include: Vault Purchase and Inspection, ABC Waste Disposal, Slit Trench
Operations, Waste Acceptance and Trench Records.
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Chem-NuclearSystems,LLC
AllowableCosts

FiscalYearEndingJune30,2011

Irregular Cost Item

Various Trenches
Decontamination and Corrective Actions
Site Engineering and Drawing Updates
Site Assessments
License Renewal and Appeal Costs
Increased Security Controls
Other Irregular Costs
Large Component Disposal

Labor&
Frinqe

.Non Labor Total Cost

$23,500 $73,929 $97,429
$0 $0 $0

$5,020 $0 $5,020
$31 $0 $31

$3,807 $0 $3,807
$2,677 $4,936 $7,613

$36,179 $3,689 $39,868
$3,207 $1,527 $4,734

Totallrregular Costs
$74,421 $84,081 $158,502
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Chem-Nuclear Systems, LLC
Allowable Costs

Fiscal Year 2011-2012 (Ending June 30, 2012)

DescriPtion
Fixed Costs

Labor and Fringe and Non-Labor
Depreciation
Insurance
Equipment Leases and Support
Corporate Allocation (Management Fee/G&A)
Legal Support*

Total Fixed Costs

Irregular Costs

Trench Construction
License Appeal
Corrective Action
Increased Security Controls
Site Engineering Drawings
Site Assessments
Miscellaneous

Total Irregular Costs

Total Fixed and Irregular Costs

Variable Costs
Variable Labor and Non-Labor Rates

Vault Purchase and Inspection (per vault)
ABC Waste Disposal (per shipment)
Slit Trench Shipment (Offload)
Customer Assistance (per shipment)
Trench Records (per container)

Variable Material Costs (Vault Costs)

Class A Waste (per cubic foot)
Class B Waste (per cubic foot)
Class C Waste (per cubic foot)
Slit Trench Waste (per cubic foot)

* Not subject to statutory operating margin

Allowable Cost

$1,530,000
$56,385

$427,031
$154,106
$515,000

$71,728

$2,754,248

$98,307
$10,000

$5,OOO
$10,000

$3,000
$5,000

$56,347

$187,654

$2,941,902

$81.35
$1,948.78

$29,787.46
$47.64

$130.34

$40.61
$42.08
$42.97

$191.99


